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GENERAL  SITUATION 
Farm  costs  are  at  an  unprecedented  high  lerel.    They  have  heen 
on  the  increase  for  several  years  and  the  prospect  for  next  year  is  gen- 
erally upward  for  most  cost  items.    Since  1939  farmers*  out-of-pocket 
operating  expenses  have  risen  from  9  to  25  percent  a  year.    Totail  fam 
operating  costs  for  the  country  as  a  whole  were  nearly  2,5  tiaes  greater 
in  19l<.6  than  in  1935-39.    They  mounted  from  an  average  of  5,2  hiUions 
in  the  prewar  period  1935-39  to  nearly  12.8  hilllons  in  I9U6,  These 
costs  are  estimated  at  lk.9  billions  in  19^7*    Some  further  increase  is 
expected  in  I9U8. 
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(joods  and  services  used  in  production:    Prices  paid  by  farmers  snd  farm  wnge  rates,  United  States 


(Index  numoere  193^-39  «  lOOj 


Year 

:  All 

:  commodities 

:  ^ 

Farm  . 
machinery 

Bullaing 
materiel 
other 
thnn 
nouse 

Ec^uipnent 
•  pnd 
suop.Lies 

:    Feed  i 

Fertlllrer 

Seed  i 

Wage 
rates 

1910 

:  77 

66 

68 

91 

86 

99 

- 

32 

1911 

:  SI 

66 

70 

90 

99 

99 

- 

83 

1P12 

:  77 

66 

7& 

90 

«4 

100 

66 

s6 

1913 

SO 

66 

68 

"?o 

qo 

102 

65 

8ii 

:  7f 

66 

63 

63 

94 

100 

6u 

86 

1915 

t52 

63 

69 

95 

93 

112 

77 

«7 

191b 

98 

70 

79 

116 

120 

120 

92 

96 

1917 

IW 

go 

93 

141 

170 

137 

9b 

119 

I9I8 

:  137 

102 

109 

163 

179 

170 

123 

150 

1919 

151 

105 

128 

162 

195 

182 

181 

175 

1920 

137 

109 

139 

170 

127 

186 

98 

205 

1921 

111 

105 

105 

137 

90 

156 

86 

131 

1922 

109 

93 

107 

126 

uu 

129 

84 

1?9 

1923 

111 

97 

109 

123 

12U 

126 

92 

Ihiv 

192'+ 

112 

101 

109 

120 

131 

120 

V 

1U7 

1925 

lib 

101 

m 

126 

131 

129 

111 

149 

1926 

115 

101 

109 

130 

127 

126 

138 

152 

1927 

U3 

101 

108 

127 

128 

121 

127 

152 

1928 

117 

101 

107 

I2U 

137 

131 

115 

152 

1929 

116 

100 

107 

123 

13»^ 

130 

119 

153 

1930 

111 

100 

105 

118 

122 

126 

112 

142 

19  31 

97 

99 

9U 

lOU 

86 

115 

98 

110 

1932 

8b 

93 

85 

96 

6U 

99 

66 

81 

1933 

85 

91 

87 

93 

71 

96 

61 

72 

193'+ 

97 

95 

99 

98 

98 

lOU 

90 

81 

1935 

100 

9b 

97 

97 

lOS 

102 

99 

88 

193b 

98 

98 

98 

99 

104 

9b 

91 

94 

1937 

107 

101 

105 

108 

121 

102 

124 

107 

1938 

99 

104 

100 

103 

85 

100 

102 

106 

Qk 

99 

lOO 

105 

19U0 

98 

100 

101 

99 

IE 

97 

8k 

107 

1  07 

ink 

131 

19^2 

117 

108 

120 

llU 

125 

111 

123 

171 

19113 

123 

111 

128 

121 

150 

120 

156 

S2>^ 

19U1+ 

136 

llU 

1« 

126 

165 

121 

175 

268 

19'<5 

116 

liS 

128 

163 

121 

181 

297 

120 

158 

132 

19U 

124 

190 

321 

Jen, 

138 

165 

307 

Feb. 

139 

lUU 

167 

186 

Mar. 

139 

116 

128 

168 

191 

Apr. 

lUO 

169 

122 

191 

307 

May  : 

1U6 

182 

192 

June 

150 

lis 

151 

129 

191 

July 

159 

227 

321 

Aug. 

161 

231 

Sept. 

157 

121 

15b 

133 

21U 

127 

189 

Oct.          J  159 

210 

321 

Not. 

161 

210 

Dec.          :  163 

123 

180 

135 

204 

19lil  ' 

Jan. 

lb3 

196  ' 

339 

Feb. 

169 

192 

229 

Mnr. 

176 

128 

218 

138 

212 

239 

Apr. 

179 

219 

13b 

240 

337 

May 

178 

215 

239 

June          1  I83 

138 

218 

1U8 

229 

July 

184 

235 

3^3 

Aug. 

138 

ZVJ 

Sept.. 

193 

26U 

Kov. 
Sec. 


1/    Excluding  wages. 

Based  on  prices  paid  by  farmers  for  16  Items  including  binder  twiae,  lead  ar senate,  mi Ik  pnlle,  pitchforks, 
gasoline  for  autoe  and  truclEs,  motor  oil,  and  tires,  and  other  siiBllar  Items  used  on  farms  for  production. 

Note:-  For  a  list  of  items  included  in  this  table  see  "Agricultural  Prices"  Bureau  of  Agricultural  Economies, 
April  29.  19*^. 
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It  should  "be  noted  however  that  sone  cost  Items  such  as  feed,  seed 
and  to  Bone  extent  labor  are  represented  in  both  farm  income  and  farm 
erpenses.    Higher  costs  for  feed  to  some  farmers  mean  higher  incomes  to 
others.    And  farm  production  and  farm  product  prices  also  have  risen 
to  imprecedented  levels  in  the  last  few  years.    In  I9U6  farm  production 
was  the  highest  on  record,  about  26  percent  higher  than  the  1935-39  Pre- 
war average.    Farm  production  in  I9U7  is  slightly  below  that  of  I9U6  mostly 
because  of  the  smaller  corn  crop  this  year.    The  index  of  farm  product 
prices  in  19^7  is  expected  to  average  nearly  I60  percent  above  the  1935-39 
average.    This  will  be  the  highest  on  record  and  nearly  20  percent  above 
the  previous  high  of  I9U6.    As  a  result  gross  farm  income  in  19^7  is  ex- 
pected to  exceed  3^  billions.    Grose  farm  income  in  19^6  was  28.9  billions; 
nearly  I80  percent  above  the  1935-39  average. 

Ihree  harvest  seasons  have  nearly  passed  since  the  close  of  the  war 
and  the  adjustments  from  war  to  peace-time  conditions  have  been  much  slower 
than  the  general  public  had  thought  they  would  be.    Because  of  the  continued 
need  for  farm  products  at  relatively  higher  prices  there  is  real  opportunity 
for  most  farmers,  despite  the  mprecedented  high  level  of  farm  costs  and 
the  expected  increase  in  these  costs  next  year. 

More  efficient  methods  of  production,  plus  improved  practices,  use 
of  better  varieties  of  seeds,  optimum  amounts  of  fertilizer,  more  careful 
insect  and  disease  control,  increased  use  of  la.bor-saving  equipment  and 
more  timely  operations  are  ajnong  the  practices  which  are  available  to  the 
individual  famer  for  reducing  costs  and  increasing  returns.    During  the 
next  year  or  two  it  will  pay  farmers  well  to  select  and  cull  livestock  and 
pay  the  utmost  attention  to  careful  feeding.    It  will  be  profitable  during 
the  next  year  to  maJce  maximum  substitutions  of  roughage  and  pasture  for  con- 
centrate feeds.    It  will  also  pay  to  substitute  high  protein  feeds  for  grains. 
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The  short  feed-grain  crop  in  this  country  and  the  generaJ-ly  short 
crops  in  foreign  countries  plus  the  high  demands  for  "both  food  and  fiher  . 
vill  make  local  adjustments  mors  iruportant    than  ever-  "before.    The  total 
supply  of  concentrates  availa"ble  for  feed  and  other  purposes  for  the  19^7-^8 
season  is  expected  to  "be  about  1*4-2.  million  tons  compared -with  I63  million 
tons  last  year.    Ttiis  is  a  reduction  of  about  I3  percent  beJ.ow  a  year  agOo 
But  this  year  there  is  the  biggest  hay  supp.ly  per  animal  unit  on  record. 
Pastures  and  stalk  fields  aJ.ao  ai-e  good.    It  will  be  relatively  more  profit- 
able'to  substitute  hay  and  pasture  for  feod  grains,  and  to  make  increased  . 
use  of  high  protein  concentrates  some  of  which  are  cheaper  than  corn  con- 
sidering their  feeding  value.    Farmers  also  will  find  it  advantageous;  to. 
cull  livestock  carefvilly  and  to  avoid  waste  in  feeding,  ■ 
Poultiymen  and  dairymen  in  deficit  food  areas  will  be  particuH.arly 
hard  pressed.    In  mid  September  19'-i-7  mixed  dairy  feed  was  $^4-j4-2  and  3.aying 
mash  was  $5.25  per  ICO  pounds,    'Itiese  are  about  12  and  I5  percent  higher 
respectively  thmi  a  year  ago whereas  feed  grain  prices  received  by  farmers 
generally  were  nearly  kO  percent  higher  than  a  year  ago.    Thus,  the  fuLD. 
rise  in  prices  of  f^sed  grains  haatnot  yet  been  reflected  fully  in  the  prices 
of  mixed  feeds,    Higher  prices  of  mixed  feeds  can  be  expected  during  the 
first  half  of  next  year.  :  •  , 

;,Farm  wage  rates  in  19^-6  were  321  percent  of  the  pi'ewar  average,  and 
in  19''+T  have  averaged  about  8  percent  higher  than  in  19^6.    Farm  wage  rates 
in  19^8  probably  will  continue  near  this  19*-i-7  level.    Farmers  who  depend, 
chief  ly  on  hired  workers  will  have  to  plan  carefulJ.y  for.tlieir  supplies  of. 
labor  next  year.    Foi-eign  workers  will,  not  be  available  for  seasonal  farm 
work  under  a  government-financed  transportation  program  in.  19^1-8,  and  some 
local  labor  shortages  probably  will  occur.-  .  -..  .   
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More  new  machines  probably  vdll  be  available- to  farmers  in- 19/+8 
than  in  any  previous  year.     Production  of  farm  machinery  in  1947  exceeds 
the  previous  record  output  of  19A6  and  prospects  are  favorable  for  a  con- 
tinued high  level  of  production  :in  1948.    Producers  of  machinery  are  giving  . 
more  attention  to  power  and  machinery  requirements-  of  small  farms  and  new 
type  farm  tractors  and  machines  of  small  size  should  be  available  in 
increased  numbers  in  1948,- 

Prices  of  new  farm  machinery  and  tractors  are  considerably  higher 
than  in  prewar  years-.    Prices  of  gasoline  have  increased  by  about  15  percent 
with  greater  increases  in  prices  of  distillate  and  diesel  fuel.    The  com- 
bined average  cost  of  using  a  tractor  in  1946  was  about  40  percent  above  pre- 
war average.    These  costs  ai  e  about  50  percent  above  prewar  and  are  exoectexi 
to-  continue  at  about  this  level  in  1948. 

Although  prices  of-  farm  products  have  increased  sharply  in  recent 
years  prices  of  horses  and  mules  have  declined  and  in  1947  were  considerably 
below  the  1935-39  average.    The  competitive  position  of  horse  and  mule  power 
compared  v/ith  mechanical  poxver  has  been  responsible  for  this  decline.  It 
also  has  been  responsible  for  the  decline  in  numbers  of  horses  and  mules.  In 
recent  years  colt  crops  have  been  declining  and  exports  of  'Aork  animals  have 
been  increasing. 

Although  production  of  some  seeds  ^/ms  considerably  greater  in-1947 
than  in  1946  average  productibn  for  most  seeds  was: below  the  1941-45  average 
production.     Dealers'  stocks  were  also  lov/er  than  in  1941-45.    In  vievi/  .of 
the  probable  strong  demand  and  the  current  production  and  stocks  of  seeds, 
prices  paid  for  m.ost  seeds  during  the  remainder  of  1947  and  the  spring  of 
1948  "probably  will  continue  at  high  levels.    Prices  paid  by  farmers  for 
seeds  during  1947  vfere  about  13  percent  higher  than  those  paid  during  1946, 
but  about  200  percent  above  the  1935-39  average. 
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Supplies  of  fertilizer  for  the  year  ending  June  3Q^  I9U8  are  expected 
to  "be  from  5  to  10  percent  higher  thrn  those  of  a  year  earlier  and  the  largest 
on  record.    Fanners  will  pay  higher  prices  for  fertilizer  during  the  first 
half  of  19^4-8  than  they  did  during  the  first  half  of  19^7,  hut  the  relation- 
ship between  fertilizer  prices  and  farm  product  prices  during  the  next  year 
should  he  favorable  for  continued  increases  in  use  of  fertilizer. 

Lumber  production  increased  materially  during  the  last  year.  Stocks 
at  mills,  wholesalers  and  retailers  also  have  increased.    Lumber  production 
for  19^7  is  estimated  at  approximately  36.5  billion  board  feet  compared  with 
36.1  billion  for  I9U6  and  28,1  billion  board  feet  for  19^5.    Total  stocks 
at  retail  and  wholesrJ.e  yards  and  mills  on  Jonuary  1,  19^7  were  6.8  billion 
board  feet  compared  with  k.6  billion  a.  year  earlier.    They  had  increased  by 
1.3  billion  board  feet  (nearly  one -fifth)  from  January  1,  to  April  1,  19^7. 
Supplies  of  hard  wood  flooring,  2  x  U's,and  2  x  6's  are  tight  end  there  is 
a  tremendous  backlog  of  mi llwork  orders.    Lumbering  costs  may  be  slightly 
higher  next  year  because  good  tlmter  is  not  quite  as  accessible  as  in  previous 
years  due  to  the  large  takeoff  during  the  past  few  years.    But  supplies  are 
probablv  such  as  to  offset  the  influence  of  these  higher  costs  and  to  hold 
prices  in  check. 

Building  materials  other  than  lumber  have  also  been  produced  in 
increasing  quantities  the  past  few  years,  but  not  in  sufficient  quantities 
to  meet  full  demands.      It  is  not  expected,  however,  that  the  shortage  of 
these  items  will  prevent  farmers  from  obtaining  essential  supplies. 

Supplies  of  tin  cans,  wooden  containers,  paper,  open  mesh  and  cotton 
bags,  insecticides  r-Jid  fungicides  in  general  should  be  equal  to  or  larger 
than  last  year  and  sufficient  to. meet  demajids.    Prices  of  most  of  these  items 
probably  will  not  be  far  different  in  the  early  part  of  19^8  from  those  ^ 
presently  quoted. 


Farm  land  values  for  the  country  as  a  whole  are  now  alnoot  double 
their  prewar  level  and  about  5  percent  below  the  Inflationary  peak  of 
1920.    Lrnd  rentals  are  more  than  double  the  prewar  level  and  are  higher 
thv-'n  for  any  previous  year.    About  one -third  of  all  farms  bou^^t  during 
19h6  were  tiortcaGed  for  50  percent  or  more  of  the  sales  price.    This  ratio 
has  changed  very  little  since  I9U3  despite  a  hO  percent  increase  in  land 
values .       .  ■ 

:        Large  mortgage-debts  represent  heavy  fixed  costs  to  the  farm  owner 
fox  Interest  and  principal  payments  and  high  rentals  represent  heavy  fixed 
costs  to  the  tenant.    These  costs  would  become  increasingly  burdensome  if 
net  farm  incomes  and  farm  product  prices  decline. 


Farm  Labor 

F'rm  wage  rates  in  19^7  are  the  highest  on  record,  averaging  about 
8  percent  above  19^6.    But  farm  wages  have  risen  only  about  one-half  as 
much  as  prices  of  farm  products  during  the  past  year.    Farm  wage  rates  in 
19^7  are  about  3'<-5  percent  of  the  1935*39  average  whereas  prices  of  farm 
products  probably  will  average  about  26O  percent  of  1935-39.    There  has  been 
some  farther  increase  in  the  farm  labor  supply  during  the  year  and  farm  em- 
plojnnent  is  showing  a  moderp.te  increase  for  the  second  straight  year.  Esti- 
mated production  per  farm  worker  this  year  is  33  percent  above  1935" 39  t>'o.t 
slightly  below  the  record  level  of  19^+5  and  19^16  (see  table  l). 

Labor  costs  per  unit  of  product  are  higher  in  19^7  than  a  year  ago, 
owing  to  the  rise  in  farm  wage  rates  and  decline  in  production  per  worker. 
However,  the  increase  in  gross  farm  Income  per  unit  of  product  has  risen 
much  faffter  than  has  the  labor  cost  per  unit  of  product. 

-The  farm  labor  situation  in  19^+8  is  not  likely  to  be  greatly  different 
from  that  in, 19^7.    Farm  wage  rates  are  expected  to  continue  near  l^his  yeajr's 
level .    There  may  be  some  further  increase  in  the  farm  labor  supply  and  a 
slight  Increase  in  farm  employment.    Farmers  probably  will  pay  the  largest 
total  wage  bill  of  record  next  year.    With  favorable  weather,  production  per 
worker  In  19^+8  should  match  this  year's  level.    On  the  average,  labor  costs 
per  unit  of  farm  product  in  the  year  ahead  should  bear  about  the  same  rela- 
tionship to  gross  income  per  unit  of  product  as  in  I9U7. 

Farmers  who  depend  chiefly  on  hired  workers  will  have  to  plan  care- 
fully for  their  supplies  of  labor  next  year.    Foreign  workers  will  not  be 
available  for  seasonaJL  farm  work  uhder  a  government -financed  transportation 
program  in  19i^8,  and  some  local  labor  shortages  will  probably  occur.  Such 
labor  shortages  may  be  particularly  noticeable  in  cases  where  weather  condi- 
tions upset  nomal  harvesting  seasons. 
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In  view  of  continued  high,  farm  wa{je  rates  and  relatively  scarce 
labor  supplies,  farm  employers  will  need  to  emphasize  improved  labor 
relations  and  increased  productivity  of  hired  workers  next  year.  This 
will  be  good  business  also  over  the  longer  period  ahead  because  farm  wage 
rates  usually  decline  less  rapidly  than  prices  of  farm  products. 

Table  1,-  Farm  wage  rates  and  related  data,  United  States, 
1935-39  average  and  ISkO-kJ  inclusive 
(Index  numbers  1935-39  =  100) 


.  Gross 

farm  : 

:    Ratio  farm  waf^e 

Farm  employment 

production  2/  ! 

Period 

;  Farm 

•  • 

•  • 

Gross 

or 

:  Total 

:  Family  ; 

Hired 

I  Total 

:    Per  : 

.  wage 

J    Pro-  ! 

farm 

year 

:  : 

: worker  ; 

;  rates 

:  duction  : 

Income 

: 

:    per  : 

per 

:  worker  : 

worker 

1935  39  : 

100 

100 

100 

100 

100 

100 

100 

100 

19i^0  : 

97 

96 

100 

107 

no 

107 

97 

98 

19^1  : 

95 

9h 

99 

111 

117 

131 

112 

9^ 

19h2  : 

95 

9h 

99 

122 

128 

171 

13,k 

91 

19i+3  : 

9U 

9U 

9h 

119 

127 

22k 

176 

95 

19hh  : 

92 

93 

87 

12k 

135 

268 

199 

106 

191+5  : 

90 

92 

82 

123 

137 

297 

217 

110 

19^6  : 

92 

9k 

Qk 

126 

137 

321 

23i^ 

106 

19^7  k/: 

93 

95 

86 

I2I+ 

133 

3^*6 

260 

99 

1/  Includes  farm  operators  and  members  of  their  families  working  without  wages. 
2/  Includes  value  of  farm- produced  power  of  horses  and  mules. 
3/  Based  on  total  farm  employment  and  total  gross  production. 
k/  Preliminary. 


Farm  Power  and  Machinery 

Production  of  farm  machinery  in  191+7  is  expected  to  exceed  the 
previous  record  output  of  19k6  and  prospects  Are  favorable  for  a  continued 
high  level  of  production  in  1914-8.    Even  with  higher  exports  of  farm  machinery 
in  I9I+7  more  new  machines  are  available  to  U.  S.  farmers  in  19^7  than  in  any 
previous  year. 

Use  of  mechanical  power  on  farms  on  a  large  scale  first  became 
important  in  World  War  I,    Then,  as  now,  feed  prices,  wage  rates,  and  fann  | 
incomes  were  at  high  levels,  and  domestic  demand  and  exports  of  the  products 
of  our  farms  were  at  high  levels.    From  1920  to  I9U0  tractor  numbers  increased 
by  more  than  1,200,000.    But  the  demand  and  production  both  had  stepped  up 
by  I9U0  and  the  increase  in  numbers  of  tractors  on  farms  from  I9I+O-47  was 
about  the  same  as  from  1920  to  191+0,  a  period  three  times  longer.  Machinery 
is  now  better  adapted  to  farm  work  than  previously.    Producers  of  farm 
machinery  are  now  giving  increased  attention  to  the  power  and  machinery  A 
requirements  of  small  farms.    New  tjrpe  farm  tractors  and  machines  of  small  ■ 


-  9  - 


size  should  "be  available  in  considerable  nionbers  in  19^+8,    Also,  there  has 
"been  an  increased  production  of  garden  tractors,    Piroduction  of  garden 
tractors  in  prewar  years  usually  accounted  for  less  thou  5  percent  of  our 
total  tractor  output,  "but  in  19i<-6  about  one -third  of  the  tractors  sold  for 
domestic  use  ware  of  the  garden  tjrpe. 

ITianber  of  tractors  on  farms  January  1,  19^+7  vas  about  117  percent 
greater  than  the  average  of  1935-39,    While  tractor  numbers  were  increasing 
horse  and  mule  numbers  declined  from  a  prewar  average  of  15,750^000  ii^ 
1935  39  to  10,02l+,000  in  19^7,  a  decline  of  36  percent. 

Conditions  in  recent  years  have  furthered  the  advantage  of  mechan- 
ical power  over  horse  and  mule  power  in  a  number  of  ways.    It  costs  more 
now  to  operate  a  tractor  than  in  prewar  years,  but  the  increase  has  been 
much  less  than  the  increase  in  costs  of  keeping  work  animals.    Prices  of 
new  tractors  and  tires  are  now  about  one-third  above  the  1935-39  average. 
Prices  of  gasoline  have  increased  by  about  I5  percent  with  greater  Increases 
in  prices  of  distillate  and  diesel  fuel.  Total  costs  per  tractor  in  I9U6 
were  about  ko  percent  above  the  prewar  average,  and  in  19^7  are  about  50 
percent  higher. 

The  per  head  cost  of  keeping  horses  and  mules  in  19^6  with  farm 
feeds,  labor,  and  other  items  valued  at  current  rates  was  estimated  at 
83  percent  above  th©  prewar  average.    Costs  in  19^7         about  double  the 
prewar  costs  per  head. 

Feed  prices  are  important  costs  in  keeping  horses  and  mules.  For 
the  entire  country  it  takes  about  25  bushels  each  of  com  and  oats  and 
about  2  tons  of  hay  for  each  animal  annually.    Feed  costs  in  19^7  based 
on  current  prices  and  on  these  quantities  and  kinds  of  feed  were  about 
lh6  percent  above  the  prewar  costs  (see  table  2).    Most  other  items  of 
cost  other  than  labor  of  keeping  work  animals  have  Increased  less,  however, 
than  have  feed  costs. 

Notwithstanding  the  marked  Increase  in  prices  of  farm  products, 
prices  of  horses  and  mules  in  19l*-7  are  below  the  average  of  1935-39*  and 
many  animals  in  condition  for  further  farm  work  are  being  sold  for  slaughter. 
Exports  of  horses  and  mules  in  recent  years  have  been  at  high  levels,  and 
the  increasing  slatighter  and  exports  have  contributed  materially  to  the 
high  rate  of  decline  of  horse  and  mule  numbers. 

Largely  because  of  the  competitive  position  of  horse  and  mule 
power  versus  mechanical  power  in  the  years  Immediately  ahead  ajid  the  pre- 
sent low  prices  of  horses  and  mules,  the  colt  crop  in  19^6  was  only  one-third 
of  the  prewar  average  and  less  than  one-eighth  of  the  colt  crops  of  World 
War  I  years.     Ihere  were  only  255,000  colts  under  one-year  of  age  on  farms 
January  1,  19^7  compared  with  71^14-,  000  for  the  1935-39  average.    The  colt 
crop  of  I9U7  is  even  smaller  than  the  I9I+6  crop.    Thus,  the  decline  in  horse- 
and  mule  numbers  which  has  been  continuous  since  I918  will  continue  for 
some  years. 

An  important  factor  contributing  to  the  increase  in  tractor  numbers 
has  been  the  shortage  of  farm  laborers  and  the  greatly  increased  f ami  wage 
rates.    Most  of  our  important  labor-saving  machines  are  operated  largely 
with  tractor  power  and  the  rate  of  Increase  of  these  machines  since  the  pre- 
war years  has  been  even  greater  than  for  tractors. 
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Feed  C-^~:.- 

Feed  grain  costs  are  at  record  high  levels.    In  September  of  this 
year  the  index  of  feed. grain  prices  received  by  farmers  was  2h  percent 
above  the  record  high  point  of  June  1920  following  World  War  1,  and  nearly 
three  and  one-half  times  the  1935-39  average.  Further,  the  index  has  risen 
steadily  over  the  past  year.    In  September  19^7 ^  it  was  77  percent  above 
Februaiy  and  kO  percent  above  September  19^6. 

The  general  index  of  prices  paid  by  farmers  for  feeds  has  been  rising 
for  several  months  and  in  September  19^7  was  about  30  percent  higher  than 
last  winter,  and  about  25  percent  higher  than  a  year  ago.    The  index  of  feed 
grain  prices  received  by  farmers  probably  more  nearly  represents  the  general 
level  of  feed  grain  costs  in  surplus  feed  areas  than  in  deficit  feed  areas. 

The  average  price  paid  by  farmers  for  100  pounds  of  mixed  dairy' 
feed  in  September  19^+7  was  $k,k2  compared  with  $3.62  in  February  I9U7  and 
$3.9^  in  September  I9U6,  and  less  than  $2.00  before  the  war.    The  price  of 
laying  mash  in  September  was  $5.25  compared  with  $k,2k  in  February  and  $U.56 
in  September  last  year*.    The  prices  paid  for  mixed  feeds  in  August  has 
probably  not  yet  fully  reflected  the  rise  in  feed  grain  prices  and  a  further 
rise  in  mixed  feed  prices  can  be  expected. 

Livestock  ajid  livestock  product  prices  in  September  19^7  were  only 
slightly  above  the  19^6-^7  fall  and  winter  level  while  the  index  of  feed 
grain  and  hay  prices  had  risen  about  35  percent.    In  the  winter  of  19^6-k'J 
the  ratio  of  the  index  of  livestock  prices  to  the  index  of  feed  prices  was 
about  one-fifth  higher  than  in  19 35- 39  but  since  then  there  has  been  a  gradual 
decline  and  in  September  19^7  the  index  ratio  was  slightly  over  80  percent 
of  the  prewar  average  (see  table  3).    Relative  to  conditions  in  1935*39^ 
this  feeding  ratio  is  unfavorr.ble  for  feeding  livestock. 

The  supply  of  concentrates  available  for  feed  and  other  purposes 
for  the  191+7-^8  feeding  period  is  expected  to  total  about  1^1-2  million  tons 
compared  with  I63  million  tons  a  year  ago.    However  the  animal  units  to 
be  fed  are  expected  to  total  about  157  million  compared  with  I6I  a  year 
earlier.    Thus,  the  supply  per  animal  unit  is  about  11  percent  less  than 
a  year  ago  but  still  is  about  equal  to  the  average  for  the  past  10  years 
(see  figure  l) .    The  quality  of  the  com  crop  however  is  below  average  and 
it  may  take  more  feed  per  imit  of  product  thaji  in  an  average  year.  Supplies 
of  byproduct  feads  will  be  about  as  large  as  the  record  production  of  last 
year.    During  the  coming  feeding  season  high  protein  concentrate's  will  con- 
stitute a  larger  than  usual  percentage  of  all  concentrates  fed.    Hay  supplies 
per  animal  unit  are  the  highest  on  record  but  the  general  quality  of  hay 
may  be  lower  than  usual. 

When  livestock  feed  ratios  are  low  farmers  tend  to  feed  less  grain 
to  the  livestock  they  have  and  to  reduce  the  number  of  livestock  raised. 
A  low  hog  com  price  ratio  in  the  fall  is  usually  followed  by  a  decrease 
in  the  sows  farrowing  the  following  spring.    In  general,  a  low  ratio  results 
in  more  careful  feeding  with  the  result  that  less  feed  is  used  per  unit  of 
prctduct. 
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Table  3.-    Prices  of  livestock  and  feed,  1927-A7 

(Index  numbers    1935-39  =  100 ) 


Year  : 

Livestock  and  livestock  : 
product  piuces  : 
1/ 

Feed  PTsins  i^nd 
hay  prices 
1/ 

•     R;^"ti  0  of*  1  \  ve— 
:    stock  prices  to 
:        feed  orices 

1927  'z 

127 

121 

105 

1928  : 

136 

130 

105 

1929  : 

138 

126 

110 

1930  : 

-L-L  I 

113 

104 

1931  : 

85 

78 

109 

1932  : 

63 

51 

124 

19  33 

62 

60 

103 

193A  : 

72 

100  ' 

12 

1935  : 

98 

113 

S7 

1936  : 

103 

107 

96  - 

•  1937  : 

109 

132 

83 

.  1938  : 

97 

75 

129 

1939  : 

93 

73 

127 

19A0 

96 

86 

112 

1941  : 

120 

94 

128 

1942  : 

148 

117 

126 

1943  : 

■  172 

155 

111 

1944  : 

166 

175 

95 

1945  : 

174 

170 

102 

1946  : 

206  ' 

206 

100 

Jan. 

175 

173 

101 

Feb. 

173 

175 

99 

»       ivlclX  • 

-1-  f  M- 

180 

97 

Apr. 

176 

180 

98 

:  May 

178 

198 

,  90 

;  June 

183 

206 

89 

:  July 

212 

257 

82 

:    Aug . 

225 

237 

95 

:.    Sept . 

214 

'    .  233 

92 

:  Oct, 

256 

234 

109 

:  Nov, 

252 

197 

128 

:  Dec. 

252 

196 

129 

1947 

:  Jan, 

241 

194 

124 

:  ■  Feb, 

238 

195 

122 

:  Mar, 

250 

224 

112 

:  .  rApr.  . 

242 

235 

.    .  103 

:  May 

236 

230 

103 

:  June 

238 

2^3 

94 

:    July  . 

245- 

267 

,   92  . 

:  Aug. 

253  . 

285  - 

.  89 

:  Sept. 

270 

313  ■ 

86 

1/  Calendar  year.    The  factors  for  converting  index  numbers  from  Aurust 
1909-July  1914z  100  to  1935-39r  100  are:  livestock  and  livestock  products, 


116.6;  feed  grains  and  hay,  94.8, 


Ill 
a. 
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Feed  prices  in  general  will  continue  high  during  the  coming  winter 
although  not  necessoxily  at  the  record  levels  recently  attained  and  live- 
stock feed  ratios  probalbly  will  continue  less  favorable  than  in  the  recent 
past.    Farmers  will  find  it  to  their  advantage  to  avoid  waste  in  feeding 
grain  and  to  make  increased  use  of  high  protein  concentrates,  some  of  which 
are  cheaper  than  corn  considering  their  feeding  values.  On  some  farms  oats 
and  barley  will  have  to  be  substituted  for  corn  to  a  greater  extent  than 
usual.    This  does  not  usually  involve  any  particular  difficulty  except  that 
for  most  livestock  small  grain  should  be  ground.    If  the  hay  crop  has  been 
put  up  in  good  condition  it  will  ena.ble  farmers  to  reduce  the  amount  of 
grain  fed  and  to  carry  their  cattle,  sheep  and  works took  through  the  winter 
with  a  minimum  of  grain.    Fall  pastures  sjid  stalk  fields  are  generally  good 
this  year  and  will  furnish  much  feed.    There  will  probably  be  an  imusually 
large  amount  of  com  silage  and  com  fodder  and  stover  because  of  the  poor 
corn  growing  season.    Part  of  the  corn  will  be  chaffy  and  late  planted  com 
may  be  soft.    The  latter  will  have  to  be  fed  to  hogs  and  cattle  before  it 
spoils  in  the  spring.    Thus,  a  variety  of  feeding  problems  will  present  them- 
selves to  livestock  producers  depending  upon  their  different  situations. 
Dairymen  and  poultry  producers  in  deficit  feed  areas  will  be  especially  hard 
hit  because  of  high  feed  prices  and  possibly  actual  feed  shortages.  There 
may  be  some  liquidation  of  poultry  flocks. 

The  present  situation  of  low  livestock  feed  ratios  is  probably 
temporary.    It  is  mainly  due  to  a  poor  corn  crop  and  overseas  demand  for 
food  grains.    If  an  average  yield  of  feed  grains  is  obtained  in  19^4-8  the 
feed  supply  will  be  larger  than  our  domestic  livestock  requirements  and  the 
livestock  feed  ratios  will  be  reversed.    Our  livestock  popiilation  has  been 
decreasing  and  is  low  relatively  to  our  ability  to  produce  feed  under  average 
weather  conditions.    The  supply  of  meat  per  capita  in  19^8  is  expected  to  be 
5  to  10  percent  below  19*4-7. 

This  is  a  year  when  close  attention  to  balanced  rations  will  pay 
high  dividends.    Substituting  alfalfa  meal  and  high  protein  feed  for  com 
and  some  other  grains  in  the  general  feeding  program,  particularly  hogs  and 
feeder  cattle  this  fall  will  reduce  costs  and  increase  income.      Closer  than 
usual  culling  of  poultry  flocks  and  of  dairy  herds  will  also  pay. 

Maximum  use  of  hay  and  forage  in  wintering  beef  cattle  and  in  growing 
young  dairy  cattle  will  be  followed  by  many  farmers.    Less  grain  will  be 
used  in  fattening  cattle  for  market.    Fewer  "finished"  cattle  will  be  coming 
to  market  next  spring  and  summer.    Hogs  will  be  lighter  in  weight  except  in 
a  few  areas  where  large  quantities  of  soft  com  may  have  to  be  fed  rather 
soon  in  order  to  utilize  it  before  it  spoils.    The  greatest  pinch  in  feed 
supplies  will  come  next  spring  and  summer.    Plans  should  be  laid  to  make  the 
maximum  use  of  pasture  by  all  kinds  of  livestock  and  poultry  next  spring  and 
summer.    Careful  attention  to  good  feeding  practices  in  the  months  ahead  will 
result  in  lower  costs  as  well  as  saving  grain. 

Seeds 

Prices  paid  by  farmers  for  seeds  during  19^7  were  about  13  percent 
higher  than  in  19i^6,  but  over  200  percent  higher  than  the  average  for  the 
prewar  period  1935-39.    In  view  of  probable  continued  strength  in  demand  and 
because  of  limited  current  production  and  stocks  of  seeds,  prices  paid  during 
the  remainder  of  19^7  aiid  th€i  spring  of  19kd  vill  probably  continue  at  rela- 
tively high  levels  for  most  seeds. 
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Product lo-n.  of  12  principal  legume  and  grass  seeds  in  '^as  about 

6  percent  bslow  that  of  .19'+^,-  bat  orJ.7  2  percent  below  the  19'+l-^5  a-voiageo 
ilie  production  of  principal  cover  crop  seeds  (Ai:strian  wjntor  peas,  ail 
vetches^  coinition  rys  grass,  and  criroson  clover)  vas  about  2  percent  lower  in 
19^/  than  in  19''6,  but  33  percent-  .larger  tha:^  the  average  production  of 
19'4l-i|.'^.      The  production  of  Kentucky  bluograsa  in  ll'^'J  was  about  three 
times  the  extreiiicly  short  crop  of  lSk6  and  about  one-iifth  larger  than  the 
annual  average  for  the  ^-yeair  period  19^1-^5^    ^he  19^6  crop  was  the  smallest 
sii:co  193'vo    Total  production  of  Kentucky  bluegrasSj  orchard  grass,  tlniot?iy 
and  red  top  this  year  was  about  20  percent  above  tliat  of  19^6,  and  sliglitly 
above  the  19hl.-k^  average.  StocLk:s  of  3^  legume,  grass  and  cover  crop  seeds 
in  the  hands  of  dealers  on  June  30^  19^7  "were  23  ^percent  sjnallor  than  a  year 
ago  and  kk  percent  billow  the  19'-'-l-'-*-5  average,    'iiius,  even  more  than  a  year 
ago,  domand  will  fall  more  heavily  than  usual  on  the  ciirrsnt  year's  production. 


I^rtiliiier 

Farmers  paid  from  10  to  12  percent  more  per  ton  for  fertilizer  during 
19^7  than  they  paid  in  19^+6  and  slightly  higlier  prices  may  be  expected,  in. 
the  first  half  of  19'i-8.    But  prices  recojved  by  farmers  had  risen  by  23  per- 
cent during  fhe  first  nine  months  of  19^1-7  over  .19'4-6  so  that,  the  ratio  of 
farm  product  prices  to  prices  paid  for  fortlli2,er  vras  slightJ.y  higher  than 
a  year  ago..    Further  inoroases  that  ha""o  occur.red  in  prices  of  fertilizer 
materials  eincs  iaal;  spring  probably  -rili.  result  in  higher  prices  to  fanners 
for  fertilizer.    But  the  ralaticnship  totu-een  fertiliser  prices  ai\d  farm 
product  prices  duri.Tig  the  next  year  -will  be  favorable  for  contini^ed  increases 
in  fertiliser  cons-jmption» 

]Reoord  breaking  supplies  of  fertilizer  vore  avai.lablo  for  use  on  the 
19^7  crop.    Supplies  for  the  year  ending  Auie  30^  19*^3  are  expected  to  be 
from  5  to  iO  percent  abovo  those  of  the  previous  yoar,,    Ihe  greatest  in- 
crease in  the  supply  cf  ferciliser  nitrogen  vill  be  in  liquid  fOx-^ns  vhich 
are  used  j.args?^y  for  producirig  aumoniaxed  suporphospnat-es;    some  is  used  for 
direct  application  to  certain  crops „    Supplies  of  solid  ixitrogcn  materials 
may  bo  inci'eased  only  sJ.ight'jy  aurj ng  the  yeai-.    Several  new  phoDx>hato 
plants  have  been  bui.lt  aud  others  have  boon  cxpaj.idod,    Soroe  expansion  of 
potash  p3.ai'it3  has  occuiTod  eiiid  greater  efficiency  in  production  is  being 
obtained.    It  is  also  expected  that  imports  cf  potash  vill  be  increased. 
All  cf  these  developments  should  make  possible  the  procluction  of  higher 
grade  mixed  fertilisers  than  ha'7e  been  available  generally  in  previous  years. 


LijijfD er J  ^ontainsors  and  Fax-m _S appl ies 

Farmers  and  peop.le  in  general  have  been  anxious.ly  watching  the  trend 
axid  general  level  of  production^  stocks  and  prices  of  luTJibor,  building 
materials  and  roHated  items;    in  the  hope  that  these  items  vou.ld  bo  available 
soon  in  siafficient  quantity  for  their  pent  up  needs «    Plaii  after  plan  is 
ready  to  be  put  into  effect  as  soon  as  some  of  the  more  critical  items  in 
the  builders  list  bocoiae  available  in  adequate  quantities. 
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Uie  general  fam  building  supply  situation,  particularly  for  Inmbor, 
Las  Lesii  improving  for  somatime  and  supplied  for  most  ile'jia  loc)k  fairily 
protnislng  fur  Farmers  ].umber  supplies  come  mostly  through  retail 

yards c    Tliere  are  some  ezceptloDS  suoli  as  the  Scath  vJhers  aoias  faj.'m  luoiber 
supplies  come  direotly  from  the  mill  to  the  farm.    Cx\  January       Ip'-^O  recall 
lurAosr  stoc^lfs  vere  aloi-t  ^i,.^  billion  "boai'd  ieet;    about  normal  volv'iie,.  By 
JarAiary  1,  19'.-5  trioy  had  "been  reduced  to  2^3  bi'liion  "board  fsot  and  the 
following  year  to  1,3  billion  hoard  foet,    Fij^rthaiiaoro ,  norraal  dlstrihutlon 
■was  upset  to  the  e"K.i:ent  that  marjy  retailors  had  practically  nothing.  On 
the  averago  there  vi'as  ahout  enougli  I'jmber  in  each  rot-ail  yaj'd,  ass'umlng  eqoal 
disI.riDu»-.io.a;,  June  30,  19^6  to  supply  lusiber  for  the  constr-uoticn  of  leas 
than  3  average  homes far  too  little. 

By  January  1.  19^+7  retail  etocks  had  climbod  to  2cl  "billion  board 
feet  aj'id  had  Increased  to  ahout  3  hlllion  hy  last  April,     To'-.al  stocks  at 
2'etaii  and  wholesale  yards  and  mills  shov-'ed  sim.-J.ar  increases,,  January  .1 
stocks  were  about  6.5  biLlion  in  19^1-';;    h.€  ■bi.lllon  in  19^+6  and  6,8  ■billion 
in  19^7 >    By  April  1-  they  had  increasod  by  8.1  bi.llion,  or  nGarlj--  one-fifth. 

Lumber  production  llkovi-ise  has  improved  and  is  noar  a  record.  Pro- 
duction in  I9U6  vas  about  36. 1  billion  board  feet  compared  vith  28ol  billion 
in  19h^,    Estimates  for  19''i-7  are  about  36, p  billion  board  feet;  ec^ual  to 
the  record  production  of  j9''-1o    Luifbsr  production  in  19-^6  may  bo  down 
sligh-uly,    'P.av  materia],  supplies  are  sagging  sllg/..Ltly  and  timber  is  not 
quite,  as  accessible  dv.-.e  to  large  take  off  the  past  few  years.    T^iia  means 
higher  logging  cos vs. 

Eard  vood  production,  except  fH.ooriog,  has  been  up  the  last  few  years 
and  supplies  are  adequate  to  meet  needs.    Supplies  «if  hard"-''.>oi  flooring, 
2  z  J+'s^  ai:.d  2  x  6's  are  tight  and  prices  are  velJ.  above  (uc.ro  than  dooble) 
prewar  prices,    l^iere  is  also  a  trem.ondous  back 'eg  of  miil;''or.k  orders  aj:id 
many  firms  are  reluc^a:.-.t  to  accept  additional  ooncraci'Sn 

/Although  x^roduction  of  ba.rbed  and  woven  w:fr9;  fencing,  nails,  staples, 
bale  "oies,  gali.vanlKed  roofing  and  siding,  wire  netting,  and  pipe  and  rola,tod 
items  has  been  at  a  high  rate  dTiJ-.'ing  19^i-'f   ^iis  supply  of  most  oiorcbant  trade 
products  has  not  f  ully  mat  demarvds ,    Kowyver,  the  supp  ly  has  boen  beti-er  than 
at  any  time  since  the  begliining  of  the  wai%    ?ipe,  because  of  -^/he  extraordinary 
demands  for  housing  and  citner  construotiori  and  increased  industrial  usus, 
has  boon  in  the  tighi>ost;  supp.]y„    Distribution  has  also  agg.-?^avated  t.he  situ- 
ation in  some  a.reas„    A-lthor-gli  produc'ion  of  balo  ties  and  nail.s  is  at  an 
exceptionally  high  rate,  dooianls  continue  to  exceed  ma:.'ufacturers '  abi.lity 
to  produce . 

If  additional  Uc  S.  government  loans  and.  aid  are  made  to  western 
Europe  the  demand  for  some  building  materials  and  supplies  probably  will 
be  increased.,    Hov/evor  this  probably  wcuild  not  cause  any  mai-aria.l  shortages 
of  lumber,  containers,  or  farm  svipp-lies  that  would  affect  agricultural 
production.    It  is  not  e>ipected  that-  a  shortage  of  supp.lies  of  these  items 
will  prevent  fari'sers  from,  mo-sting  essential  needs., 

I 
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Imports  of  "burlap  for  "bags  this  fall  and  next  spring  are  expected 
to  be  somewhat  higher  than  for  the  same  period  last  year,  and  the  supply- 
should  be  adequate.    Supplies  of  tin  cans,  wooden  containers,  paper,  open 
mesh  and  cotton  bags,  should  be  equal  to  or  larger  than  last  year  and 
sufficient  to  meet  demands. 


Insecticides  and  Fungicides 

Prices  of  materials  used  for  control  of  Insects  and  of  plant  diseases 
have  continued  to  rise  during  19^7.    They  averaged  about  20  percent  higher 
in  19^7  than  in  I9U6,    The  I9U6  prices  were  only  about  3  percent  above  those 
of  19^5.    A  slight  increase  in  prices  of  these  materials  is  expected  in  19^8. 
DDT  is  one  striking  exception.    The  price  of  DDT  was  about  I5  percent  lower 
in  I9U7  than  in  1946. 

There  has  been  considerable  variation  in  the  recent  price  increases 
of  these  products  as  some  products  have  been  in  relatively  shorter  supply. 
Price  increases  In  19^7  of  two  important  materials  used  in  insect  control 
varied  from  one-eighth  to  one-fourth.    Some  manufacturers  of  Insecticides 
from  plant  sources  are  attempting  to  reduce  prices  of  their  products  to 
Improve  their  competitive  position  with  producers  of  sjmthetic  products. 

It  appears  that  for  19^8  nicotine  compounds  will  continue  in  short 
supply  end  will  not  be  adequate  to  meet  all  of  the  needs  for  19^8.  Other 
insecticides  from  plant  sources,  such  as  rotenone  and  pyrethrum,  are  expected 
to  be  available  in  sufficient  quantities  to  meet  the  needs  during  I9U8. 

The  supply  of  arsenlcals,  particularly  lead  arsenate  and  calcium 
arsenate,  probably  will  be  sufficient  to  meet  the  needs  in  1948.    The  newer 
insecticides,  such  as  DDT,  chlordane,  benzene  hexachloride,  chlorinated 
camphene,  shoiild  be  available  in  I9U8  in  amount  fully  adequate    to  meet 
estimated  needs.    Ample  supplies  of  insecticides  which  contain  fluorine, 
such  as  cryolite,  sodium  fluoride,  sodium  fluosillcate  will  be  available 
for  1948.    By  1948,  materials  such  as  naphthalene,  par adichloro- benzene, 
etc.,  shoiild  be  reasonably  in  balance  with  the  needs.    Sulphur,  dust  diluents, 
and  oils  used  as  insecticides  or  as  carriers  also  should  be  available  in 
adequate  quantities.    Newer  soil  fumigants  and  fungicides  are  expected  to 
be  generally  available. 

Some  difficulty  was  experienced  in  19^7  in  obtaining  adequate  supplies 
of  raw  materials  for  the  n-^nufacture  of  insecticides  and  fungicides,  and  in 
getting  desirable  distribution,  because  of  shortages  of  transportation 
facilities  and  containers.    Some  of  these  factors  may  continue  to  affect  the 
supply  of  certain  of  these  materials  in  1948.    In  general,  however,  the 
Insecticide  and  fungicide  Industry  has  the  capacity  and  the  facilities  for 
making  and  distributing  most  of  the  materials  that  may  be  required  in  1948. 


Land  Values  and  Rentals 

Farm  land  values  and  rentals  are  expected  to  continue  at  high  levels 
during  the  coming  year.    Land  rentals  In  1946  were  more  than  double  the 
prewar  level  and  higher  than  for  any  previous  year.    With  current  farm  product 
prices  and  Incomes  at  new  record  levels,  rentals  for  1947  have  Increased 
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further.    Land  rentals  usually  lag  behind  farm  prices. and  farm  incomes. 
When  farm  incomes  rise,  land  rentals  rise  and  vhen  prices  .and  incomes  fall, 
rentals  also  fall;    l>ut  they  rise  and  fall  a  year  or  two  after  incomes  and 
prices.    Therefore,  the  present  high  rent  level  is  likely,  to  continue  into 
the  coming  year.    High  rentals  mean  higher  costs  for  tenants.    Also  importajit 
are  the  longer-run  fixed  costs  of  many  owner-operators  who  "buy  land  at  in- 
fla1;ed  prices.    Debt  obligations  on  land  purchased  at  inflated  prices  may 
prove  burdensome  when  farm  product  prices  and  incomes  decline. 

Farm  land  values  have,  been  increasing  steadily  since  19^1  and  are 
now  almost  double  their  prewar  level.    During  the  year  ended  July  1,  19^7 
the  increase  was  10  percent,  bringing  the  United  States  index  (1912-14  =  lOO) 
to  162,  95  percent  above  the  1935-39  average  and  only  5  percent  below  the 
1920  inflationary  peak  (see  table  4),    Average  values  in  all  except  the  two 
North  Central  geographic  divisions  are  practically  at  or  above  the  1920  level. 
Land  values  for  the  country  as  a  whole  increased  2  percent  during  the  U  months 
from  March  1  to  July  1,  19^7 »  as  further  sharp  Increases  in  land  values  in 
the  wheat  and  range  livestock  areas  more  than  offset  a  slight  falling  off  in 
values  in  the  Southeast.    If  the  currently  high  prices  for  farm  products  con- 
tinue throughout  most  of  next  year,  land  values  for  the  country  as  a  whole 
will  likely  rise  further  and  reach  a  level  higher  than  following  World  War 
I.    In  some  areas  there  has  been  evidence  of  strong  buyer  resistence  to  in- 
creasing land  prices,  but  a  large  volume  of  sales  was  reported  last  year. 

The  present  farm  mortgage  debt  of  about  5  billion  dollars  is  not 
burdensome  when  considered  in  the  light  of  current  price  and  income  levels. 
On 'January  1,  19^7  the  debt  was  only  about  one -fifth  as  great  as  the  cash 
receipts  from  marketings.    Following  World  War  I,  mortgage  debt  was  about 
100  percent  of  annual  cash  income. 

However,  many  of  the  recent  land  buyers  have  incurred  heavy  debts. 
About  one- seventh  of  all  farms  bought  during  19^6  were  mortgaged  for  75  per- 
cent or  more  of  the  sales  price  and  about  one-third  had  debts  totaling  50 
percent  or  more.    These  ratios  have  changed  very  little  since  19^3;  despite 
a  kO  percent  Increase  in  land  values.    Properties  that  had  a  debt  of  53  per- 
cent or  more  of  the  July  1  average  sales  prices  were  actually  mortgaged  for 
as  much  as  the  full  value  of  similar  properties  in  19^1. 

Large  mortgage- debts  represent  heavy  fixed  costs  for  interest  and 
principal  payments.    These  would  become  increasingly  burdensome  with  a 
decline  in  net  farm  incomes  and  farm  product  prices.    A  readjustment  of  the 
mortgage  obligation  and  of  these  costs  can  usually  be  arranged  for  only 
after  substantial  principal  repayments  have  been  made. 

If  prices  and  Incomes  should  drop  sharply,  tenants  who  have  contracted 
to  pay  high  cash  rents  may  also  find  their  fixed  costs  to  be  excessive.  To 
avoid  these  difficulties,  cash  leases  might  be  made  with  provision  for  ad- 
justment of  rental  payments  in  line  with  prices  of  the  principal  products 
produced. 
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Table 


Farm,  real  estate:    Index  numbers  of  estimated  average 
value  per  acre  by  geographic  divisions,  1920  and 
I9I+7,  with  selected  ccmpariBons  1/ 


Geographic 


Index  numbers 
1912- lU  '  ICO 


Increase 


Eatlo 


1915  ;:  19^1 


July  19i^6:Jul7  19kq 


divisions 

•  1Q?0 

:  19^+7 
:March ;  July 

:    to    • : 

:  1920  :: 

to  : 
I9I+7  : 

to  : 
July  191+7^ 

to 
19^0 

: 

Percent 

Percent 

Percent 

Percent 

New  England  : 

ll4-0 

152 

15  H- 

41 

Q 

110 

Middle  Atlantic  : 

Ikh 

li+5 

36 

59 

8  . 

107 

iiasTj  i^oron  uenorai.  : 

152 

152 

55 

on 
90 

±u 

90 

West  North  Central  : 

119 

123 

75 

89 

12 

67 

South  Atlantic  : 

198 

217 

215 

102 

95 

9 

109 

East  South  Central  : 

199 

2U6 

21+3 

101 

111 

11 

122 

West  South  Central  : 

•  177 

170 

176 

77 

78 

11 

99 

Mountain  : 

151 

11+9 

97 

11 

102 

Pacific  : 

156 

215 

216 

1+6 

98 

6 

138 

United  Sta.tes  : 

170 

159 

162 

65 

91 

10 

95 

1/  Farm  land  with  improvements  as 

of  March  1,  except  where 

otherwise 

indicated. 

Interest.  Taxes,  and  Insurance 

Interest  -    Interest  charges  paid  by  farmers  on  their  farm-mortgage 
debt  du3*lng  191+6  turned  upward  for  the  first  time  in  nearly  a  quarrter  century. 
These  costs  appeared  to  move  even  higher  in  the  first  half  of  19^7.    A  higher 
farm-mortgage  debt  and  a  larger  proportion  of  the  debt  owad  to  higher  Interest 
rate  lenders  were  largely  responsible  for  this  trend.    A  continued  increase 
In  the  farm- mortgage  debt  can  be  expected  during  19^7 ,  if  transfers  of  farms 
remain  high,  and  if  farmers  increase  further  their  expend! tvures  for  machinery 
and  improvements.  .  Many  of  these  expenditures  are  made  from  borrovred  funds 
or  from  sayings  which  otherv/ise  would  be  used  to  repay  debts.    The  volume  of 
new  loans  made  has  e?rpanded  materially,  particularly  those  made-  by  higher 
rate  lenders.    This  has  resulted  in  a  higher  average  interest  rate  paid  even 
though  the  interest  rates  charged  by  individual  lenders  have  tended  to  remain 
relatively  stable  or  to  decline  slightly. 

Interest  obllgatiors  on  short-term  or  non- real -estate  agricultural  loans 
are  on  the  increa.se  because  a  greater  volume  of  loans  is  being  made.    As  of 
July  1,  I9I+7  short-term  farm  loans  held  by  the  principal  lending  institutions 
amounted  to  ^,398  million  dollars  as  compared  with  2,091+  million  a  year 
earlier;    an  incr§jase  of  nearly  15  percent.    These  figures  do  not  Include 
loans  made  or  guaranteed  by  the  Commodity  Credit  Corporation,    There  is  no 
indication  of  any  material  change  in  the  rates  of  interest.     The  total  interest 
charges  on  this  non- real-estate  debt  were  12  perceno  greater  in  19'i6  Chan  in 
19^5.    Beca-.*se  of  increased  borrovlng,  it  is  expected  that  Interest  cnrjrges 
for  I9I+7  will  be  about  15  percent  more  than  for  I9I+6, 
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Taxes  -    Farm-property- tax  levies  in  19^6,  payable  largely  late  in 
19k6  and  early  in  19^7 ^  averaged  alDOut  12  percent  higher  than  those  of  I9U5. 
This  is  a  slightly  greater  increase  than  took  place  the  previous  year. 
Property  taxes  have  been  moving  upward  in  response  to  the  postvar  demand  for 
increased  services  from  State  and  local  governments  and  the  rising  costs  of 
providing  such  services.    However,  in  19^7  general  retail  sales  taxes  were 
adopted  by  four  additional  States,  and  a  number  of  States  have  Increased 
gasoline  and  excise  taxes.    Thus  it  is  expected  that  the  course  of  property- 
tax  levies  in  the  next  few  years  also  will  be  influenced  by  the  extent  to 
which  other  taxes  are  used  to  finance  increased  expenditures. 

Insurance  -    Although  fire  (ejid  lightning)  insurance  on  farm  property 
is  usually  for  about  75  percent  of  the  value  of  the  property  at  the  time  the 
insurance  is  written,  insured  farm  property  is  presently  covered  for  only 
about  60  percent  of  its  value.    Property  values  have  increased  faster  than 
the  amounts  of  insurance  carried  on  such  property. 

The  total  insirrance  costs  of  farmers  have  probably  increased  as  much 
as  10  percent,  due  to  new  policies  and  additional  insurance  obtained  against 
fire,  lightning,  and  windstorm,  and  especially  to  the  record-high  purchase 
of  hail  insurance  on  growing  crops.    The  latter  type  of  coverage  is  most 
popular  when  good  crops  and  high  prices  are  in  prospect . 

Over- all  fire  insurance  costs  have  Increased,  but  due  to  an  increased 
volume  of  insuranc  ,     there  has  been  a  slight  down- trend  in  costs  per  $100 
of  insurance  of  farm-mutual  companies  in  recent  years  and  an  up-trend  in 
the  reserves  of  these  compejiies.    Any  down-trend  in  values  which  might  occur 
sometime  in  the  future  woiild  no  doubt  be  accompanied  by  higher  losses  for 
insurance  companies;    but  over -insurance  probably  is  not  as  prevalent  today 
as  it  was  in  the  1930's.    Moreover,  the  companies  are  in  a  better  position 
now  than  then  to  meet  higher  losses  without  increasing  their  assessment 
charges  against  the  farmer. 

Although  interest  charges  on  debt  obligations,  taxes  and  insurance 
costs  represent  a  relatively  small  proportion  of  the  farmers  total  costs 
they  represent  fixed  costs  which  might  prove  burdensome  in  periods  of  de- 
clining prices  and  when  farm  production  is  reduced  either  voluntarily  or 
through  crop  failure.     The  general  trend  in  these  costs  has  been  upward 
for  several  years.     These  costs  lag  behind  many  other  costs  and  prices  when 
a  general  decline  sets  in. 


Costs  and  Returns  on  FaJiily-Qperated  Farms 

Under  present  conditions  of  high  level  cost  rates  cost-reduction 
is  the  most  promising  only  means  of  maintaining  or  Increasing  income  to  the 
individual  farmer.    This  ig    especially  true  should  farm  product  prices 
decline. 

Individually,  farmers  can  influence  their  net  farm  returns  very 
greatly  by  cutting  down  the  cost  per  unit  of  product  marketed.     This  can  be 
done  by  direct  reduction  in  cost  or  indirectly  by  increasing  the  output  per 
man  and  per  farm.    Generally  the  individual  farmer  has  little  or  no  direct 
control  over  cost  rates.    He  must  look  for  improved  methods  of  production 
and  to  greater  total  output  as  a  means  of  reducing  the  amount  of  cost  goods 
used  per  unit  of  output.    More  efficient  methods  of  production,  improved 
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practices,  using  "better  varieties  of  seeds,  optimum  amounts  of  fertilizer, 
more  careful  insect  and  disease  control,  increased  use  of  labor- saving 
equipment,  more  timely  operations,  close  selection  and  culling  of  livestock 
and  careful  feeding  are  among  the  practices  vhich  are  available  to  individual 
farmers  for  increasing  returns  or  reducing  costs  ond  will  pay  "big  dividends 
in  the  years  ahead;    particularly  next  year. 

Most  of  these  cost  reducing  processes  are  applicable  to  both  big 
farms  and  small  farms.  M.inuf acturers  of  tractors  and  farm  equipment  are 
placing  more  emphasis  than  ever  before  on  the  production  of  items  adaptable 
to  use  on  small  farms. 

Tables  5  2nd  6  show  the  results  of  operations  and  the  adjustments 
which  have  taken  place  during  the  past  1?  years,  1930-19^6,  on  Ih  different 
types  of  farms.    Each  of  these  farms  is  representative  in  its  size,  produc- 
tion, operations  and  various  aspects  of  the  rank  and  file  of  farms  of  that 
t3rpe  in  the  designated  area.    The  17  years  covered  by  these  statistics  in- 
clude a  general  depression,  two  severe  drouths,  and  a  World  War  and  should 
characterize  the  "ups"  and  "downs"  in  farming  in  general.    A  15-year  base 
period  (1030-^4-4)  is  used  here  to  avoid  unduly  emphasizing  these  three 
situations . 

Total  production  generally  increased  over  the  17-year  period  on  all 
farms.    The  big  increase  came  during  the  war  when  production  was  needed 
most.    The  grea.test  increase  came  generally  on  crop  farms.    Weather  was 
generally  favorable  to  production  during  the  war  years,  but  the  increased 
production  came  mainly  because  farmers  were  able  quickly  to  take  advantage 
of  many  technological  developments  and  improved  practices  adopted  in  the 
inter- war  period.    Even  on  the  livestock  farms,  production  increased  by  15 
to  30  percent  during  the  war  period  (see  central  New  Yor^,  southern 
Wisconsin  dairy  farms  and  Corn  Belt  hog- dairy  farms).    Acres  and  livestock 
per  farm  also  increased  and  thus  contributed  to  greate'r  total  output  per  farm. 

Althou^  milking  machines  and  some  other  labor-saving  equipment  are 
used  generally  on  livestock  farms,  livestock  farmers  have  not  had  extensive 
labor-saving  machinery  and  equipment  available  to  them  in  the  same  degree 
as  wheat,  com  and  general  crop  farmers.    This  means  that  the  intensive 
labor  using  livestock  enterprises  are  somewhat  handicapped,  particularly 
when  wage  rates  are  high.    Central  New  York  dairy  farmers,  for  example, 
increased  their  totol  farm  output  by  28  percent  from  I93O-32  to  ighk-kG, 
and  used  9  percent  more  total  labor  in  19^1-^-^+6  than  in  1930-32.  Winter 
wheat  farmers,  on  the  other  hand,  increased  total  production  during  this 
period  by  51  percent  with  no  increase  in  labor.    Cash  grain  farmers  in  the 
Com  Belt  increased  total  production  by  5^  percent  during  this  period  and 
used  12  percent  less  labor. 

The  Com  Belt  farmers  and  the  wheat  farmers  particularly  resorted  to 
increased  use  of  mechanical  power  and  other  labor-sr ving  devices  which 
permitted  them  to  increase  the  size  of  their  farm  units  and  to  further  in- 
crease production  per  man  and  per  farm.    The  use  of  hybrid  seed  com  and 
generally  better  varieties  of  other  seeds  also  helped  to  increase  output  on 
these  farms  and  to  lower  the  general  level  of  per  unit  costs. 
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Some  farmers  have  teen  able,  through  various  means  to  hold  per  unit 
costs  in  check  despite  substantial  increases  in  cost  rates.    The  index  of 
total  cost  per  unit  of  production  in  19^*^-  -^6  on  central  New  York  and 
southern  Wisconsin  dairy  farms  averaged  ahout  I50  percent  compared  with 
about  105  percent  on  Southern  Plains  wheat  and  wheat-grain  sorghum  farms; 
both  indexes  based  on  1930-^+^  =  100.    The  index  of  prices  paid  for  goods 
and  services  used  in  production  averaged  about  I50  in  l^hk  kS  on  these 
dairy  farms  and  120  on  Southern  Plains  wheat  farms.    However,  it  should  be 
pointed  out  that  feed  costs  and  wage  rates  rose  relatively  higher  than  did 
the  cost  rates  of  most  other  items  used  in  farm  production.  Therefore,  any 
measures  then  as  now,  which  tended  to  reduce  the  amount  of  hired  labor  and 
purchased  feed  lowered  per  unit  costs  to  that  extent.    Hired  labor  and  pur- 
chn,sed  feed  are  still  two  of  the  high  cost  elements  in  production  costs  and 
the  individual  farmer  can  hold  \mit  costs  in  check  by  substituting  good 
quality  hay,  pasture,  and  other  forages  to  a  maximum  for  purchased  concen- 
trates and  by  resorting  to  the  extensive  use  of  labor-saving  devices. 

Another  way  of  measuring  the  relative  positions  of  these  fam  operators 
in  reducing  costs  and  in  increasing  net  returns  ie  to  ascertain  the  amount 
of  each  dollar  of  gross  farm  income  that  is  required  to  meet  operating  ex- 
penses.   The  results  from  this  calculation  for  the  17-year  period  on  all 
farms  are  given  in  table  5.    In  the  5- year  period  19^2-i|6  about  I8  cents 
out  of  each  dollar  of  gross  farm  income  on  Southern  Plains  wheat  farms  want 
to  pay  operating  expenses  compared  with  U6  cents  on  central  New  York  dairy 
farms  and  35  cents  on  southern  Wisconsin  dairy  farms. 

The  index  of  operator's  net  farm  income  (see  footnote,  table  5)  in 
19^2  U6  for  Southern  Plains  wheat  farmers  averaged  about  390 ^  for  Corn  Belt 
farmers  295,  and  for  southern  Wisconsin  and  Central  New  York  dairy  farmers 
2^5,  all  based  on  1930-U4  =  100.    There  is  much  less  variation  in  most  pro- 
duction and  income  items  on  dairy  farms  than  on  most  other  farms,  particularly 
crop  farms  where  annual  precipitation  is  light  and  varied  and  the  effects 
of  highly  variable  rainfall  and  crop  yields  are  particularly  noticeable  on 
the  wheat  farms. 
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